Msukaligwa Municipality 

Financial Statements for the year ended June 30, 2009 

Notes to the Annual Financial Statements 

Figures in Rand 2009 2008 


20. Financial liabilities by category 

The accounting policies for financial instruments have been applied to the line items below: 

2009 


Annuity loans 

Consumer deposits 

Creditors 

Bank overdraft 

Financial liabilities 
at amortised cost 

4,528,616 

5,084,377 

21,678,957 

531,178 

Fair value through 
profit or loss - held 
for trading 

Fair value through 
profit or loss - 
designated 

Total 

4,528,616 

5,084,377 

21,678,957 

531,178 


31,823,128 

■ 

■ 

31,823,128 

2008 


Financial liabilities 
at amortised cost 

Fair value through 
profit or loss - held 
for trading 

Fair value through 
profit or loss - 
designated 

Total 

Annuity loans 

2,233,486 

- 

- 

2,233,486 

Consumer deposits 

4,460,018 

- 

- 

4,460,018 

Creditors 

21,677,474 

- 

- 

21,677,474 


28,370,978 

- 

■ 

28,370,978 
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Figures in Rand 

2009 

2008 

21. Revenue 



Licenses and permits 

1,935,828 

1,913,095 

Service charges 

97,092,773 

84,592,827 

Rental of facilities and equipment 

1,259,814 

1,086,596 

Fines 

800,693 

533,132 

Government grants and subsidies 

78,125,304 

71,198,578 

Interest received 

8,313,426 

10,456,233 

Property rates 

31,564,178 

28,239,542 

Income for Agency services 

2,121,057 

2,454,994 

Un-earned finance charges 

3,465,930 

3,520,704 


224,679,003 

203,995,701 


1. Property rates 



Residential & commercial private owners 

35,163,614 

35,095,043 

Less income forgone 

(3,599,436) 

(6,855,501) 


31,564,178 

28,239,542 


2. Service charges 

Sale of electricity 

58,516,869 

53,166,997 

Sale of water 

15,771,751 

13,970,713 

Refuse removal 

11,375,933 

10,223,159 

Sewerage and sanitation charges 

12,281,808 

11,491,818 

Other service charges 

5,949,015 

2,646,437 

Less amortisation to time already past 

(3,465,930) 

(3,520,704) 

Less amortisation to future discounting (Determined amount as calculated) 

(3,336,673) 

(3,385,593) 


97,092,773 

84,592,827 

3. Un-earned finance charges 

Amortisation to time already past 

3,465,930 

3,520,704 

4. Government grants and subsidies 

Equitable share 

51,460,479 

40,381,080 

Sesifuba hospital subsidy (100% subsidised) 

2,090,716 

2,336,760 

Primary health care subsidy (Partial subsidy for Clinic 
services from Health Dept.) 

2,250,720 

808,000 

Capital Grants (GSDM & MIG & DWAF & DME) 

19,934,952 

22,892,521 

MSIG 

500,000 

1,209,270 

Finance Management Grant 

735,000 

982,943 

Other grants 

1,153,437 

2,588,004 

* In terms of the constitution the equitable share is used to subsidise the provision of free basic services. 

Water is provided to all residential consumers at a zero rate for the first 6 kiloliter valued at R12.75 p/m. 

78,125,304 

71,198,578 

Electricity basic charge is provided at zero rate for ail consumers on max. 20 ampere electricity supply. Value R78.60 p/m. 

Registered indigents receive 50 units free electricity valued at R22.00 p/m 

Subsidy of other services amounts to approximately R1 05.85 p/m. 
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Figures in Rand 

2009 

2008 

21. Revenue (continued) 



5. Interest income 

Interest earned - external investments 

1,756,391 

1,955,548 

Interest earned - outstanding debtors 

6,557,035 

8,500,685 


8,313,426 

10,456,233 

6. Other income 

Administration fees 

318,240 

221,419 

Commission on insurance premiums 

62,607 

60,093 

Royalties Brick & Quarry 

87,301 

79,880 

Royalties mineral lease 

687,374 

1,320,652 

Private works 

688 

- 

Maintenance contribution golf club 

203 

332 

VAT audit backpayment from SARS 

1,721,888 

550,210 

Moneys received unallocated 

775,092 

1,926,940 

Other income 

721,394 

431,556 


4,374,787 

4,591,082 

22. Employee related costs 



Employee related cost - Salaries and wages 

57,135,198 

52,724,335 

Employee related cost - Contributions for UIF, pensions and medical aids 

15,308,418 

14,588,691 

Travel and other allowances 

4,148,135 

3,974,257 

Overtime and relieve payments 

7,792,906 

6,807,103 

(Remuneration details included to Total Employee Related Cost above) 

Section 124(1)(c) 

Remuneration of the Municipal Manager 

84,384,657 

78,094,386 

Annual Remuneration Package 

668,906 

601,232 

Remuneration of the Chief Financial Officer 

Annual Remuneration Package 

546,821 

486,399 

Remuneration of the Director Engineering Services 

Annual Remuneration Package 

Remuneration of the Director Public Safety & 

Security 

541,088 

486,399 

Annual Remuneration Package 

541,088 

486,399 

Remuneration of the Director Corporate Services 

Annual Remuneration Package (vacant from 1 1 May 

2009) 

Remuneration of the Director Health & Community 

Services 

219,028 

486,399 

Annual Remuneration Package 

550,954 

486,399 
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Figures in Rand 


2009 

2008 

23. Bulk purchases 




Electricity 

175,196,056 units 

48,356,612 

34,135,037 

Water 

153,649 Kl 

1,659,556 

1,010,373 



50,016,168 

35,145,410 

24. Interest paid 




Loans 


621,596 

325,215 


25. General expenses 

Included in general expenses are the following: 

Operating Leases 

The municipality lease office automation machines from various service providers over a lease period of a maximum period of 3 years. The last lease 
agreements will terminate March 2011. 


Up to year 1 Up to year 2 Up to year 3 

Future minimum lease payments at 30 June 2009: 

(New contract) 753,551 591,458 86,590 

26. Cash generated from operations 


(Deficit) surplus before taxation 

(1,083,495) 

4,455,384 

Adjustments for: 



Depreciation 

18,473,192 

15,654,322 

Gain on disposal of property, plant and equipment 

- 

(1,064,551) 

Interest paid 

621,596 

325,215 

Contribution to doubtful debt provision 

10,475,910 

10,147,341 

Contribution to medical aid provision - non - current 

3,082,018 

2,795,040 

Contributions to provisions - current 

2,155,531 

2,596,125 

Interest received 

(1,756,391) 

(1,955,548) 

Transfer from accumulated surplus / (deficit) to inventory (water) 

105,239 

(103,438) 

Amortisation on debtors 

3,336,673 

3,385,593 

Changes in working capital: 



Inventories 

(843,646) 

534,744 

Consumer debtors 

(18,130,067) 

(23,677,848) 

(Increase) / Decrease in other debtors 

1,116,568 

(1,649,446) 

Call investment deposits 

982,101 

- 

Creditors 

480,345 

1,438,616 

Unspent conditional grants & receipts 

(1,933,065) 

3,011,591 

Increase / (Decrease) in Provisions 

- 

2,657,290 

Increase / (Decrease) on VAT payable 

(478,862) 

182,862 

Previous year appropriation 

(437,806) 

- 


16,165,841 18,733,292 
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27. Commitments 
Authorised capital expenditure 


Already contracted for but not provided for 


• Rebuilding of gravel road - Amsterdam Weg 

3,402,552 

- 

• Boreholes and main water supply 

2,131,420 

- 

• Establishment of cemeteries 

167,620 

- 

• Renovation of hall 

1,220,665 


• Elevated water tank for Wesselton 

2,585,368 

- 

• Electrification of houses ext 32 

131,650 

- 

Total Commitments 

28. Contingent liabilities 

None 

29. Remuneration of Councillors 

9.639.275 


Section 124(1)(a) 

Mayor 

329,638 

295,546 

Speaker 

255,981 

229,587 

Executive Committee 

904,100 

800,454 

Councillors 

2,486,801 

2,282,660 

Travelling allowances 

1,552,678 

1,406,262 

Cell phone allowances 

341,033 

309,264 

Pension contributions 

596,205 

541,848 

Medical Aid contributions 

65,329 

60,385 


6,531,765 5,926,006 


The Mayor, Speaker and full time councillors are provided with office space. 

The mayor has use of a council's vehicle and driver for official duties. 

The Mayor and Speaker has the support of their personal assistants. 

30. Prior period errors 

A provision fora MIG grant payment was made in the prior year against vote number 1250-174-01-2601. The subsequent payment for this provision 
was however also posted against this vote number in stead of vote 9000-00-1-23-0102. This resulted in the asset portion of the transaction being 
overstated by R1 64,094.96 in the prior year. 

This error has been corrected by a journal in the current year. 

The provision for leave was understated in the prior year by R4,649,71 1 . This error has been corrected by a journal in the current year. 

The correction of the errors resulted in adjustments as follows: 


Balance sheet 

Property, plant and equipment (164,095) 

Accumulated surplus (4,649,711) 

Accumulated Surplus 164,095 

Provisions 4,649,711 


31. Risk management 
Liquidity risk 

Prudent liquidity risk management implies maintaining sufficient cash. The municipality receives cash in the form of grants from government and the 
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31 . Risk management (continued) 

settling of electricity and water accounts by the public. The municipality maintains liquidity by limiting capital and operational expenditure within the pre - 
approved budget. 

The municipality’s risk to liquidity is a result of the funds available to cover future commitments. The company manages liquidity risk through an ongoing 
review of future commitments and credit facilities. 

Interest rate risk 

As the municipality has no significant interest-bearing assets, the municipality’s income and operating cash flows are substantially independent of 
changes in market interest rates. 

Deposits attract interest at rates that vary with prime. The entity's policy is to manage interest rate risk so that fluctuations in variable rates do not have a 
material impact on a surplus (deficit). 

At year end, financial instruments exposed to interest rate risk were as follows: Balances with banks and Marketlink accounts. 

Credit risk 

Credit risk consists mainly of cash deposits with banks, staff loans, trade receivables and other receivables. The municipality only deposits cash with 
major banks with high quality credit standing and limits exposure to any one counter-party. 

Trade receivables comprise a widespread customer base. Management evaluated credit risk relating to customers on an ongoing basis. If customers are 
independently rated, these ratings are used. Otherwise, if there is no independent rating, risk control assesses the credit quality of the customer, taking 
into account its financial position, past experience and other factors. Individual risk limits are set based on internal or external ratings in accordance with 
limits set by the board. The utilisation of credit limits is regularly monitored. Sales to retail customers are settled in cash or using major credit cards. 
Credit guarantee insurance is purchased when deemed appropriate. 

The company is exposed to a number of guarantees for the overdraft facilities of Group companies and for guarantees issued in favour of the creditors 
of A (Pty) Ltd. Refer to note for additional details. 

32. Post balance sheet events 

There were no events after the balance sheet date that require adjustment to or disclosure in the financial statements. 
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